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The official opening of the Afton mine and smelter was attended 
by 600 guests from Kamloops and across Canada, as well as from 
the United States and Europe. The operation was christened with 
a 150,000 tons ceremonial blast set off by The Hon. James 
Chabot, Minister of Mines and Petroleum Resources for British 
Columbia and The Rt. Hon. Roland Michener, Chairman of Teck 


Corporation. 
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CASH FLOW has increased materially in the last five 
years. The figures represent consolidated cash flow from 
operations and investments, before reinvestment in ex- 
ploration and development. 
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PETROLEUM PRODUCTION AND PROFIT This illus- 
trates our growth in natural gas production, which has 
contributed materially to our increasing profit from petro- 
leum in the last five years. 
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MINE OPERATING PROFIT This chart illustrates the con- 
tribution of our three new mines to growth in operating 
profit in recent years. The figures represent Teck’s share, 
after deducting minority interests. 


HIGHLIGHTS 


GOLD 


Report to the Shareholders 


It is a pleasure to present the 15th annual report of Teck 
Corporation, for the year ending September 30, 1978. It was 
another year of achievement which saw our third new mine 
brought into production in the last four years, and which pro- 
duced record cash flow and earnings. 


Highlights of the year included: 


e Production at Teck-managed operations of: 
34,780,260 pounds of copper 
98,636,220 pounds of zinc 
5,707,343 pounds of niobium oxide 
90,337 ounces of goid 
1,411,819 ounces of silver 
1,053,000 barrels of oil 
3,556,000 mcf of natural gas 


® Cash flow from operations and investments, before reinvest- 
ment in exploration and development, of $18.4 million or 
$2.63 a share. 


@ Net earnings before extraordinary items at a record level of 
$4.5 million or 65¢ a share. 


© Completion of the Afton mine and smelter, western Canada’s 
first new Copper mine since 1972 and its first copper smelter in 
modern times. 


e Acquisition of a significant equity in the Lornex mine, giving 
Teck an interest in two of the lowest cost copper mines in 
North America. 


e Acquisition, after the year end, of a development contract to 
acquire 70% of the the important Schaft Creek copper- 
molybdenum-gold deposit in northern British Columbia. 


e Revenue at a record $68 million. 


e Continued growth in assets for the 10th consecutive year to a 
total of $282 million. 


Teck’s Lamaque mine produced 57,364 ounces of gold 
during the year and, with gold averaging $210 an ounce (in 
Canadian dollars), generated an operating profit of $2,506,000. 
We are continuing to develop new ore in flat veins in the 
northern part of the property adjoining the Sigma mine, and this 
area has been providing an increasing proportion of our mill 
feed. 


The new Afton mine is also a substantial gold producer, the 
gold content averaging approximately one ounce per thousand 
pounds of copper. Afton produced 32,973 ounces of gold from 
the beginning of tune-up operations in December until the end 
of the fiscal year. It is expected that the annual output will be 
comparable to that of Lamaque. 
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R. E. Hallbauer, Dr. N. B. Keevil and Dr. Dietrich Wolff during an inspection of 
Metallgesellschaft’s Meggen mine in Germany. 


Our Silverfields mine produced 848,920 ounces of silver 
during the year, the average price received being $5.77 an 
ounce. Operating profit was $761,000. 


The Beaverdell mine continued to perform well with pro- 
duction of 373,190 ounces of silver and an operating profit of 
$460,000. Beaverdell produces only modest amounts of gold 
(138 ounces in 1978), but there are indications of increasing 
gold content in the lower parts of the vein system. Studies are 
underway to assess the feasibility of developing this area and 
making the necessary modifications to the mill. 


The Newfoundland Zinc mine produced 98,636,220 
pounds of zinc during the year. Teck’s share of this venture is 
64%, the remainder being held by a division of Amax Inc. Our 
share of operating profit was $5,374,000. 


Our zinc production is sold at the European Producers’ 
Price, which reached a low point of $550 (US) per tonne or 27¢ 
(Canadian) a pound in the first half of the year. At this level, most 
zinc mines in the world are, at the best, marginal, and this had a 
detrimental effect on our earnings in the first half of the fiscal 
year. The price has been increasing during the second half and 
now stands at $720 (US) a Metric ton or 38¢ a pound. 
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Newfoundland Zinc is a wet mine, with the ore occuring in 
porous limestone, and it is necessary to pump approximately 18 
million gallons of water a day, which requires considerable 
power. Hydro rates in Newfoundland have been increasing 
continuously since the mine opened, and negotiations are 
underway to try to maintain these at a more reasonable level, 
commensurate with our other costs of operation, and bearing in 
mind the contribution this mine makes to the economy of the 
province. 


The Niobec mine produced a record 5,707,343 pounds of 
niobium oxide during the year. This property is held by Niobec 
Inc., a Company owned equally by Teck and Soquem of 
Quebec. The operation contributed $969,000 to Teck’s earn- 
ings in fiscal 1978. 


The market for niobium continued to strengthen during the 
year, the annual consumption now being approximately 
32,000,000 pounds of niobium oxide. The largest producer is a 
Brazilian company, with an output of approximately 
22,500,000 pounds a year. Niobec is the world’s second-largest 
producer of the metal, the principal use of which is as an 
alloying agent in pipeline and other HSLA steels. 


The new Afton mine began tune-up operations in Decem- 
ber 1977, and was opened officially on April 27, 1978. 


Performance in the mine and mill has been excellent, with 
costs below budget. Mill throughput has averaged 7,162 tons a 
day since the first day of tune-up, and 7,485 tons a day since 
official production began May 1. The smelter furnace has oper- 
ated well, producing a high quality of blister copper. However, 
it has experienced more down time than planned due primarily 


-to problems with ancillary equipment. It will be several more 


months before it is operating at full capacity. 


Production to September 30 consisted of 34,780,260 
pounds of copper of which 12,079,400 pounds were converted 
to blister copper and sold to the U.K. customers under long term 
sales contracts, with the balance sold as concentrate. 


Afton’s earnings in its first five months were $3,059,000 or 
81¢ an Afton share, with an average copper price of 65¢ (US) a 
pound. After amortizing our cost of acquisition, this resulted ina 
contribution of $1,419,000 or 20¢ a share to Teck’s earnings for 
the five month period. 


Teck recently increased its interest in copper through the 
purchase, jointly with Brameda Resources, of a majority interest 
in The Yukon Consolidated Gold Corporation. Yukon holds a 
21% share interest in Lornex Mining Corporation, which oper- 
ates Canada’s largest copper mine. Lornex produced approxi- 
mately 130 million pounds of copper and 4 million pounds of 
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molybdenum during Teck’s fiscal year and, with improving 
copper prices, is expected to make a material contribution to 


Teck’s earnings. 


An added feature is the fact that the Lornex mine is situated 
in the Highland Valley area, 55 miles southwest of Afton and lies 
adjacent to the Highmont copper-molybdenum deposit, which 
Teck Corporation plans to develop in the coming years. 


Teck has held a 5% interest in Mattagami Lake Mines for 
some years. Mattagami has recently announced plans to merge 
with Noranda Mines and, upon completion, Teck would hold 
300,000 shares of Noranda. 


Natural gas production increased again to a record 
3,556,000 mcf, up from 2,883,000 mcf last year. Oil production 
was 1,053,000 barrels, compared with 1,068,000 barrels a year 
ago. Combined oil and gas operating income, after deducting 
provincial royalties, was up from $6.6 million to $8.2 million. 


Teck continued to be active in oil and gas exploration, 
investing $4,666,000 in exploratory and development drilling 
and $1,668,000 in petroleum land acquisition during the year. 
These petroleum activities are covered more fully in a special 
section later in this report, but it is appropriate to note here that 
our programmes this year have resulted in a significant increase 
in natural gas reserves. 


Teck holds royalty interests in two geothermal steam prop- 
erties in The Geysers area, 90 miles north of San Francisco, as a 
main line result of exploration carried out some years ago. A 
power plant is under final construction on one of these and a 
second plant should be started on the other in 1979. These 
should contribute significant U.S. income to Teck in the coming 
years. 


We invested $3,160,000 directly in mining exploration 
during the year, with the largest single programmes being in the 
Newfoundland Zinc area and in the Sulphide Syndicate, a con- 
tinuing regional airborne geophysical project similar to that 
which resulted in the Montcalm nickel-copper discovery near 
Timmins in fiscal 1977. Partners in this Syndicate are Metall- 
gesellschaft of Germany and a Japanese consortium. 


Teck also sponsors exploration carried out by two affiliated 
western exploration companies, Silver Standard Mines Ltd. 
(28%) and Highland-Crow Resources Ltd. (45%). The most 
promising new prospect resulting from this year’s work is a 
tungsten prospect in the Yukon Territory discovered recently by 
Highland-Crow and two partners. 


Net earnings before extraordinary items were a record 
$4,532,000 or 65¢ a share, up from last year’s level of 59¢ a 


SHAREHOLDERS 


FUTURE 
DEVELOPMENT 


share. Second half earnings were substantially better than those 
in the first half, with improved zinc prices and the first contribu- 
tion from the Afton mine. Second half earnings were 
$3,809,000 or 54¢ ashare. 


For a more detailed discussion of financial results and 
operating Statistics, shareholders are referred to the charts and 
discussion on pages 10 and 11. 


Metallgesellschaft of Germany became a substantial 
shareholder of Teck just over a year ago, purchasing 675,000 
shares, or 9% of the issued capital stock. This makes Metall the 
second largest shareholder of Teck, after Copperfields Mining 
Corporation. Mr. Karl Gustaf Ratjen, chairman of Metall, and 
Dr. Dietrich Wolff of Metall’s mining division have joined the 
Teck board of directors. We are examining at present the pos- 
sibilities of further joint undertakings, and expect our associ- 
ation with Metall to become increasingly beneficial. 


During the current year Atlantic Assets Trust of the United 
Kingdom also became a significant shareholder, acquiring 
444 444 shares in connection with our purchase from them of 
an interest in Yukon Consolidated. Mr. lan Rushbrook of Atlan- 
tic will be nominated as a director of Teck at the next annual 
meeting. 


_ Teck is in the business of creating new wealth for Cana- 
dians through resource development and, in addition to build- 
ing today, an integral part of this is that we continuously come 
up with new projects for development in the future. Your com- 
pany has a competent, hard-working team of people — 
geologists, engineers and financial experts, and a management 
philosophy to help achieve these aims. 


As a result, we have an inventory of projects on hand that 
may become new mines in the coming years. They include the 
Highmont copper-molybdenum deposit, adjoining Lornex, 
capable of supporting an operation with an annual capacity of 
50,000,000 pounds of copper and 8,000,000 pounds of 
molybdenite. This grade is relatively low, but the location is 
good and, with strong molybdenum markets and an improving 
demand for copper concentrate, this project is being 
re-examined. 


Another important prospect is the Bullmoose coking coal 
deposit, held jointly by Teck and Brameda. Feasibility studies 
indicate that this will support an open pit mining operation with 
an annual capacity of up to 1.5 million tonnes of coal, and 
should be developed when coking coal markets begin to im- 


prove. 


Teck has a 37% interest in the Montcalm nickel-copper 
deposit, which will support an underground mining operation 


with annual capacity of 8 million pounds of nickel and 4.5 
million pounds of copper. While this is available for develop- 
ment in due course, the timing will depend upon recovery of the 
nickel market. 


Beyond these, we have recently arranged to acquire the 
majority interest in the large Schaft Creek copper-molybdenum- 
gold deposit northeast of Stewart, British Columbia. Reserves 
are estimated to be 350,000,000 tons grading 0.39% copper 
and 0.036% molybdenite, with significant gold values, which at 
current prices is equivalent to 0.7% copper. Our present in- 
tention is to develop this, after the above three orebodies, in 
the 1980's. 


Teck is entitled to earn a 70% interest in the Schaft Creek 
deposit by arranging to place it into production, this right having 
been purchased from Hecla Mining Co. of the U.S.A. for U.S. 
$3.1 million (the cost of evaluation and engineering to date) plus 
5% of any net proceeds derived from the interest. The remaining 
30% is held in the Teck Group through Silver Standard Mines 
Ltd., an associated exploration company. 


It is clear that Teck has ample opportunities for continued 
growth in the future. 


On behalf of the Board 


Ee ee ee ee 


Vancouver, B.C. 


December 11, 1978 Norman B. Keevil, President 
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MINING 


Teck produces copper, gold, silver, zinc and niobium from six 
Teck-operated mines from Newfoundland to British Columbia. 
In addition, Teck has a 5% interest in Mattagami Lake Mines Ltd. 
and a subsidiary has a 21% interest in the Lornex Mine. 


The table below summarizes production and operating statistics 
at each of our mines, with comparative figures for 1977. 
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R. E. Hallbauer 
Vice President: Mining 


AFTON NEWFOUNDLAND ZINC LAMAQUE SILVERFIELDS BEAVERDELL NIOBEC 

PRODUCT COPPER, GOLD ZINC GOLD SILVER SILVER NIOBIUM 
TECK INTEREST 65 % 64% 100% 100% 100% 50% 
RESULTS 1978** 1978 gM re7/ 1978 LSTA, 1978 1977 1978 1O7. 1978 1977 
Tons Milled 1,145,302 571,001 542,945 466,110 469,850 85,345 85,585 37,092 37,900 615,807 583,889 
Tons Per Day 7,485 13567 1,488 19276 1,287 234 234 104 104 1,687 1,600 
Grade (%) or (oz/ton) .966 8.8 9.4 0.130 0.134 9.61 Wl 9.5 10.6 .66 0.71 
Recovery (%) 86.18 98.4 Die 94.4 94.7 9521 94.8 89.1 90.7 65-9 64.3 
Production: 

Copper (Ibs) 21,372,089 

Gold (oz) 20,4733 57,364 62,073 

Zinc (Ibs) 98,636,220 99,804,160 

Silver (oz) 848,920 966,652 373,190 363,392 

Niobium oxide (Ibs) By Uses 5,341,937 
Operating Cost per ton $6.33 $13.44 $13.83 $20.50 $16.95 $27.00 $24.06 $38.48 $34.09 
Average Price 

main product $0.74 $0.32 $0.34 $210.87 $151.24 $5.78 $4.63 $5.78 $4.63 
Operating Profit $12,995,000 $5,374,000* $5,477,000* $2,506,000 $1,399,000 $761,000 $902,000 $460,000 $279,000 
Ore Reserves (tons) 32,000,000 2,654,000 3,230,000 394,620 414,091 187,620 220,000 7,582,000 7,129,000 
Grade Reserves (% or 0z) 1.0 8.4 8.4 0.149 0.145 9.8 10.6 0.69 0.69 

**From May 1 *Teck’s Share 


a ] 
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OIL & GAS EXPLORATION 


1978 was an active and rewarding year in oil and gas 
exploration. We participated in 158 wells, including 80 de- 
velopment and 78 exploratory wells. This resulted in the addi- 
tion of 54,000 barrels of oil and 18.1 billion cubic feet of natural 
gas reserves. 


RESERVES 


Reserves at the fiscal year end stood at 9,875,000 barrels of 
oil and 77.3 billion cubic feet of natural gas. Reserves are now 
reported on a gross basis, before royalties — a change necessi- 
tated by a change in Saskatchewan’s method of calculating 
taxes. Comparable reserves at the end of the previous fiscal year 
were 10,875,000 barrels of oil and 62.8 billion cubic feet of 
natural gas. 


Location of Reserves 


mcf gas barrels oil 
Alberta 68,889,000 1,956,000 
British Columbia 7,057,000 1,000 
Saskatchewan 1,041,000 7,433,000 
Manitoba 284,000 
U.S.A. 367,000 201,000 
TOTAL 77,354,000 9,875,000 
ALBERTA 


Teck participated in 109 wells in Alberta in 1978, resulting 
in 85 new gas wells, 4 oil wells and 2 combined oil and gas 
wells. This total includes 58 development wells completed in 
the Bantry-Tide Lake field. 

In the Chipeywan-Liege area, 10 out of 11 exploratory 
wells drilled resulted in shallow gas discoveries which added 
11.3 billion cubic feet to our gas reserves. 

At Cowpar, 3 of 4 wells drilled were successful and resulted 
in the addition of 2.2 billion cubic feet of reserves. 

Another 1.3 billion cubic feet of reserves were added by 
wells at Youngstown, Stanmore, Swalwell, Majeau Lake and 
Calling Lake, and 10,000 barrels of oil were added by wells at 
Swalwell and Davey Lake. 

Our level of activity in Alberta will continue next year, with 
commitments made on several multi-well projects. 


A. R. Keevil 
Vice President: Petroleum 


OIL PRODUCTION (barrels) 


Saskatchewan 
Alberta 
Manitoba 
United States 


TOTAL 


GAS PRODUCTION (mcf) 


Alberta 
British Columbia 
Saskatchewan 


TOTAL 


EE AS Ee RE TT CL PE RS RE EE IEE ST NOONE EE CLE 2 OS PSE DELS ES ER A RS OT SN TEER CET ESE 


1978 1977 1976 1975 1974 
856,603 887,500 963,037 1,058/008 ie la eot57> 
145,000 1A ge 53. 100,926 94,250 96,586 
337930 Spey, pe ys 34,207 34,246 
18,344 23,860 D2 225 24,651 10,902 
1,053,483 1,067,910. 1, 143}4077 S121 16 eee oo 
eye fey PPP Ea TES) 2,075,361 964,570 664,377 
92,754 1071 61,901 
347,449 450,688 . 
37990,180) = 2,863,490 RJM S72 6e 964,570 664,377 
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BRITISH COLUMBIA 


| 
We participated in 3 exploratory and 8 development wells j 
in British Columbia in 1978, resulting in 7 gas wells, one com- a 
bined oil and gas well and one well which is still undergoing el ARCTIC OCEAN ‘ aes Soe tied 
testing. Bp \ 
Two of the gas wells are at Stoddart, 2 at North Cache and “o ae SO, 
one each at Martin Creek, Slave and Buick Creek. The dual oil ASE a fey w) 


and gas completion is also at Buick Creek. 


Our interest in these projects ranges from 5 to 27%, reflect- 
ing our normal practice of participating with others in a broad 
selection of oil and gas exploration plays. This programme 
added approximately 3 billion cubic feet of gas reserves to our 
inventory in 1978, and we intend to continue to be active in 
British Columbia in 1979. 


SASKATCHEWAN 


We participated in 3 successful development wells during 
the year, adding 15,000 barrels of oil to our inventory. 
Arrangements have been made to participate in a 5 well 


exploratory programme on 22,000 acres in southwestern Sas- y, / | F 
katchewan in 1979, the objective being Jurassic oil. ‘Ga ee | MANITOBA , 
Monto’ @ SASKATCHEWAN y 
NORTH DAKOTA 1 CONES! | C 
é ; . \ @@ e| : ONTARIO 
1978 was an active year for Teck in North Dakota, with atte lg i ee Xe 


extensive drilling and seismic operations being carried out. Winnibedk 
Seismic surveys were completed on our Franks Creek, Nesson ee 
Anticline and Bowman County prospects. Another will be 
started shortly on a new 1,249 acre prospect at Springbrook in 
Williams County. The latter area is a few miles east of recent 
deep discoveries made by others, using modern seismic 
methods. 

In 1979, we intend to drill in the Franks Creek, Nesson and 
Renville areas. There were 22 wells drilled at Renville in 1978, 
16 via farmouts at no cost to Teck, and these resulted in 4 oil 
wells, adding modestly to Teck’s oil reserves. 


UTAH 
Teck has a 10% interest in a 9,600 acre prospect in the 
Paradox Basin of southeastern Utah. An attempt to drill this in 
1978 had to be abandoned because of drilling problems, but a eh ECCOmPRCCra TE. 
second well will be drilled next year. If successful, additional © TECK GAS PROPERTIES MEXICO > aii ieee 


exploratory wells will be drilled to test similar structures in the @ TECK LAND AREAS 
same land block. 


AREAS OF ACTIVITY This map illustrates Teck’s main exploration and producing areas in 
North America. 
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TEXAS 


Teck is involved in 2 projects in Young County and one 
each in Wharton and Montague Counties in Texas, with 
interests ranging from 18 to 25%. Seven tests have been drilled 
on these prospects, resulting in one oil well and 2 gas wells and 
additions to reserves of 8,000 barrels of oil and 227,000 mcf of 
gas. At least 5 additional wells are planned for 1979. 


MONTANA 


Just prior to the end of the fiscal year, Teck participated 
(8.25%) in 3 shallow exploratory wells on a 190,000 acre land 
spread at Dodson in north central Montana. Additional testing is 
required on these wells, and if results are encouraging addi- 
tional drilling will be carried out in the coming year. 


ENGLAND 


Teck has interests of 25 to 33.3% in 450,834 acres in the 
Severn River Basin in southern England, approximately 70 miles 
north of the first major onshore discovery in England. The Wytch 
discovery, indicated on the map, was announced by British 
Petroleum and the British Gas Council a year ago. It involves 
several hundred feet of oil pay in Triassic sandstones at a depth 
of 6,500 feet, and reports indicate a capacity of close to 10,000 
barrels a day from the initial well. 


We participated in several wells on this acreage some years 
ago, but none were drilled deep enough to reach the Triassic. 
With this deep encouragement in the same geological basin 
arrangements have been made, subject to Government ap- 
proval, to farm out the lands held by Teck and partners. It is 
anticipated that two Triassic tests will be put down on seismic 
structures during 1979. 


LAND ACQUISITION 

Teck spent approximately $1.7 million in land acquisition 
in Alberta, British Columbia and Saskatchewan in 1978. The 
largest single purchase was for a 16.5% interest in a reef pros- 
pect near Judy Creek in Alberta. 
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HOLDINGS IN THE UNITED KINGDOM Teck has interests in 450,000 acres northwest of 
London, in the same geological basin as the recent Wytch discovery. Two deep tests are 


planned on this acreage in 1979. 
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FINANCIAL REVIEW 


The charts on pages 2 and 11 summarize Teck’s financial 
record over the past five years. In addition, the tables on pages 6 
and 7 summarize the trend in oil and gas production by region, 
and provide a breakdown of production and costs at our mining 
Operations. 


During the five year period we have brought three new 
mines and a smelter into production at a cost of $130 million 
and, through exploration and development, have increased 
natural gas production fivefold. 


Total assets have more than quadrupled to $282 million. 
This expansion was achieved during difficult times of weak 
markets, high taxation and unprecedented cost inflation be- 
cause of a number of factors: the quality of the new orebodies 
involved; a solid expression of confidence by our Canadian 
bankers; and the willingness of our customers to provide long- 
term purchase contracts and additional financial support. 


This development programme has been accomplished 
with no dilution of shareholders’ equity, with the petroleum 
portion financed out of cash flow and the mining side arranged 
primarily through project financing. Of the long-term debt of 
$123 million shown on our balance sheet, $92.1 million in- 
volves project loans related to Afton and Newfoundland Zinc. 


Operating profit from petroleum and mining both in- 
creased substantially for the fourth consecutive year to a total of 
$8.2 million and $22.1 million, respectively. 


Cash flow, after deducting minority interests, administra- 
tion and interest costs but before reinvestment in exploration 
and development, was $18.4 million or $2.63 a share. 


Earnings before extraordinary items were a record $4.5 
million or 65¢ a share. This was particularly encouraging after a 
low first half, with the improvement to 54¢ in the second half 
reflecting improved zinc prices, the lower Canadian dollar and 
the first contribution from Afton. 


The following table contains a breakdown of earnings per 
share by operation for fiscal 1978. These amounts are after 
allocating taxes and interest costs, where the latter are related to 
specific projects. Given reasonable metal prices, the outlook is 
for further improvement in earnings as a result of our expanded 


production base. 


D. L. Hiebert 
Vice President: Finance 


EARNINGS PER SHARE 


Petroleum 
Less exploration 


Mining: 
Precious metals 
Afton 
Newfoundland Zinc 
Niobec 


Less exploration 


Other unallocated amounts (administration, 
interest, investment income, etc.) 


Earnings before extraordinary items 


millions 
of 
dollars 


millions 
of 
dollars 


millions 
5 of 
dollars 
4 
3 
2 
1 
1974 1975 1976 1977 1978 
NET EARNINGS in 1978 were at an all time high. With 
Teck’s expanded production base, earnings should con- 
tinue to improve given reasonable metal prices. 
millions 
of 
dollars 
300 
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TOTAL ASSETS have grown steadily for five years. The 
figures are from the consolidated balance sheet, before 


deducting minority interests. 
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CAPITAL EXPENDITURES This illustrates the substantial 
growth in capital expenditures related to our expansion 
programme in recent years, with the figures representing 
total Group expenditures including affiliated companies. 


35 
30 


25 Petroleum 


Mining 


1974 1975 1976 1977 1978 


OPERATING PROFIT has also grown steadily in both 
mining and petroleum. The figures represent Teck’s share 
of profits generated at the operations, before deducting 
administration and financing costs. 
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GOLD Pouring gold at the Lamaque mill, which produced SILVER Safety is important at all Teck’s operations. Shown 
57,364 ounces in 1978. The Afton mine also produces gold as a here is the Silverfields silver mine at Cobalt and Bruno Goetting, mine in Quebec, which is the second largest producer of 
by-product of its copper operation. manager of the Beaverdell mine. niobium in the world. 


NIOBIUM Teck is co-owner and operator of the Niobec 


: 
i 
: : 
i 


ied plist aN Mateo AT, 


COPPER Teck’s Afton mine produces blister copper using a ZINC This drill jumbo is part of the trackless mining system OIL AND GAS 031 installation in the Steelman Field in 
new process known as Top Blown Rotary Conversion. employed at Teck’s Newfoundland Zinc mine. Saskatchewan, a major source of Teck’s oil production. 


Consolidated Balance Sheet as at September 30, 1978 


1976 1974 


ASSETS $ $ 
in thousands 


Current Assets 


Gash and short-term deposits? wiv. ee oe Bs ce ne epee eee nen eta ee 28,037 5,054 
Concentrates, metals and settlementsireceivable (note 5) sna. seramucstels oer eee ee 21,884 6,336 
Accounts andinote receivable (note: S).c ae. «sess stots ke hate one eee 18,189 18,636 
Marketable securities (notes’3 and 5) .>; MMe sea sc coe sk ee ean in ee eee eee 7,214 6,208 
supplies and prepaids —at cost’: ..5 fags aso es se ee en ___ 5,062 3,158 
80,386 39,392 

Investments (notes:3 and :5) 260 Ae are adnd orc heat SRI 5 he ee ee ee 47,561 18,236 
Property; Plant. and Equipment (notes'4and 5) .28.). > a00-eye ee eee ee 154,521 1393283 
282,468 196,911 
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LIABILITIES 


Current Liabilities 


Bank loans and current portion of long-term debt 


Accounts payable and accrued liabilities 
Income and mining taxes payable 


Deferred income and mining taxes 


Long-Term Debt (note 5) .................. 
Deferred Income and Mining Taxes......... 


Minority Interest in Net Assets of Subsidiaries 


SHAREHOLDERS’ EQUITY 
GApItALSTOCK (NOTE O)ee eee co Ab. st oa > sis 
RECAIMEC EAM DS itt teen ae ec cies 3% 2's) 


Contingent Liabilities (note 8) 


Approved by the Directors 


ie ee er ae N.B. Keevil, Director 


D.L. Hiebert, Director 


1978 
$ 


1977 
$ 


in thousands 


p48 if O)s) 
10,190 
5,484 
4,811 
50,190 


(23,220 
13,480 
35,418 
222,308 


20;aon 


31,809 
60,160 


282,468 


18,805 
10,459 
2,324 
4,307 
Soyo )s) 
B17 397. 
97103 


16,361 
(142,756 


Dapo23 


28,632 


54,155 


US Lene a, 
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TECK CORPORATION 


Consolidated Statement of Earnings for the Year 
ended September 30, 1978 


(‘S74 WEA 
$ $ 
in thousands 
Revenues 
Goncentratesand-metals so. ocseste enc eo tes « camteee dest Am eR sre Pale ae eee eae 55220 36,305 
Oil and gas lessirovalti€S: 2 eels Ave os. eae GR ap cos eee eee ee 10,630 8,589 
Investmentiand other income *..42% ass oes es <a 4 wee AO i eS ee eee PEA IPS: 1,090 
Technical ServiGes tex. «cece: c.. ee mes oe eee ca Mince aS ek ee ce 26 340 
68,049 46,324 
Costs and Expenses 
Gost of. concentrate-and metal productiony. <1. 2c ere ee ieee ee ee eee Sse deet 28,248 
Costiot operating petroleum wells, cis 5 on.icn cae acts kere cane ee ee 2,432 1,971 
Administrationvand Senerals. ae Aoi ane oe oes Ro ere ee ee 1,919 1,631 
Depletion; depreciation dnd amortization a se aw ke, oe © ae ee ee 7,408 3,368 
Petroleum-and.mining exploratiOm ya etcos se ccc oe uase 2 ere tere ocean ore nee en 3,580 1,946 
Intereston.long-terni debt... Saehic he aa Wargo eas 6 ne a ee ee 7,426 1:274 
Other interesta.. hat tes 2S Ses Bie ea PE Fee ae ee ee eee 2,084 1,249 
57,973 39,687 
10,076 6,637 
Income and Mining Taxes 
SLi ga) eee eee ar re wR APOE RN AA are MN RRA ERT IA cutie Sustivdch See te 8 yoen Bio ee wh oe Ue eh 7G 
Deterteds xh shin 54:6 ws ea bho ORNS Pale LD Re re PS eek nsw ce 3,668 1,586 
5,459 3367 
Earnings. before the following ©, Soeie.6 accuse cletoet ore aioe werent eee ee eee 4,617 B270) 
Equity in net earnings of associated companies and corporate joint venture .................. 969 870 
Minority interestin net earnings of SUDSIClarieSmar eae erent (1,054) (57) 
Net Earnings Before Extraordinary Items 2.22.92 a ase ee eee 4,532 4,083 
Gain on disposal of investments and marketable securities ............ 00.00.00. cece eee ees 663 1,970 
Equity in extraordinary earnings of associated companies ..................cee ves eeceeeeee 8,604 
CL eer oe eee Tee NM Oe ny se, Me (347) oF 
Net Earnings for the: Year: . .:22¢-22..7 S25 ok oe eae tree eee ee 4,848 14,684 
Earnings Per Share 
Before extraordinary. teriS sc etoe ooo tee Sere eae le ee $0.65 $0.59 
Atter extraordinary items: acsccrih ere eter n ite Bin ected ee eee ey ee $0.70 $2.11 
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TECK CORPORATION 


Consolidated Statement of Changes in Financial Position for the Year 
ended September 30, 1978 


1978 1977 
$ $ 


in thousands 
Source of Working Capital 


Sis CrarmeePate cd trOinODCTALONS c/a cee 6 othe, ook cers oe nak coocesc ood. ctivuancte en feces 14,866 8,224 


Sale of investments and marketable securities... 24... sceses$icesscctuvucessscscv¥ede. 1,097, 15,886 
eee ete ECs) Lanne Pee ee OO ee i er OE ig es oe 46,904 59,023 
KOSS SN ABLES. 0, 2 ee AP a 2,828 365 
Issue of preferred shares to minority interests of subsidiary ............ 00 ceceeeeueeeceusees 1,056 
BVOLKing Gapitalomacquisition of subsidiaries .:.....20..2:.cesec+eeecces es Mec cess 20,130 11,784 
ie RD Ne 2 fib Sse rams 9 Gade ale % wu, Sea, fansrsn hopes tga ance ae eae aR 996 Aiea) 
86,821 96,506 
Use of Working Capital 
Sine ste bil ee ee ee te 2 Rt Sede. Ap le BES oa Swle ond Oe Salen ene 327233) 21,929 
AES JEST) [BY SDTRETUTES 2 Oe en Sere ea 4,496 3,802 
Rineniotanenniessticnts and deterred. costs’... se. mete + cae ashe Res ASE wo se Se aie = 6,901 2h 
ee PCLCCEIIOIGCI eer aes Los ne a ee a ee ee ot Mae re ees ee oe eT bo ABER 11,421 58,250 
Papeete COMA OUCUTLENUY.MAltUlNG |. 2e Cu aak ge eames aN hy Rian sole Aero ua,  utlns Ss Suen 3,140 9,475 
Ll ae arr erie 8 Se te SE co cl Sina a ns BUS boda asl Salle MOMs aelhre.e eautess 1,463 626 
STAAGR ooo oa dab Stott Ueda ed Set ee oA eR eer er Pe ik 141 
COZ 96,324 
IC TEASORIEIAUN OLK ICD CAP Al mr ee cecil esc cone ks eo ents soca ee Tere ie, lence caren eee Nas 26,699 182 
WVOrKineGTitalat Besmnine OF YCAl ie: cc ince. fee, Jie 0 2 ee ee eno aeee se 3,497 ee ls 
PV GEKineed pita AGENC OLY Gahamiyrs tenon oe a yok oe aie Se So Same ahs Pete cee ie eee 30,196 3,497 
Represented By: 
TCT LeT tel < © ot Sen ee, a oe as eas = edo sqege! a hols Aare geen eG) = + ae wan as is oes 80,386 aleheny: 
© yy qc SPALL APES: TO 6 De Ce er a eerie 7 rr ee Bertani cM 50,190 35,895 
30/196 3,497 
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TECK CORPORATION 


Consolidated Statement of Retained Earnings for the Year 
ended September 30, 1978 


1978 1977 
$ $ 


in thousands 


Balance at Beginning of Year 


AS DIEVIOUS|VoVe POrted oy. ¢ 5.<s4.eG.5 Pass au G Sale rane See eee nee eae oe ernie a0 eee are 29,124 15,096 

Adjustments of prioryears’ earnings (note:7) «.a22a= ac cel © = es ere eee te eee eee (492) (522) 

Asirestated See Sete eee ete es bs ae ee eee ee cee 28,632 14,574 

Net earnings: for the year =r « 9 csc asec age so sea nese 0 nmere ten ete Sheets 4,848 14,684 

33,480 DAS Wesy 6) 

Dividends 2 cx echw. Tee Sra areas SE ei i IN. eR ae ras cates aca oe ee 1,463 626 
Expenses relatingito reorganization planning =~ seem ¢ 1. sees ean ener cic eet 208 

Balance:at End’of: Year! 2.35 nce coe ee I ar Se eed ere 31,809 28,632 


Auditors’ Report to the Shareholders 
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We have examined the consolidated balance sheet of 
Teck Corporation as at September 30, 1978 and the consoli- 
dated statements of earnings, retained earnings and changes 
in financial position for the year then ended. Our examina- 
tion was made in accordance with generally accepted audit- 
ing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circum- 


stances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the company as at 


September 30, 1978 and the results of its operations and the 
changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


eeu, Ces vhybak 


November 10, 1978 CHARTERED ACCOUNTANTS 


TECK CORPORATION 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED SEPTEMBER 30, 1978 


1. SIGNIFICANT ACCOUNTING POLICIES 


Principles of consolidation 


The consolidated financial statements include the accounts of the company and all of its 
subsidiaries. Significant subsidiaries are: 
Afton Mines Ltd. (N.P.L.), Brameda Resources Limited, Dighem Limited, Geophysical En- 
gineering Limited, Highmont Mining Corporation, Iso Mines Limited, Lamaque Mining Com- 
pany Limited, Pine Bell Mines Limited, Teck Resources (U.K.) Limited, Teck Resources (U.S.) 
Inc., The Yukon Consolidated Gold Corporation Limited, Woodford Investments Ltd. 


Translation of foreign currencies 


Assets and liabilities denominated in foreign currencies, together with the accounts of the 
company’s foreign subsidiaries, are translated into Canadian funds. Current assets and liabilities 
are converted at year-end rates, other assets (and related accumulated depreciation, depletion 
and amortization) and liabilities at the rates prevailing at the date of acquisition. Amounts (other 
than depreciation, depletion and amortization) appearing in the statement of earnings are 
translated at the average exchange rates for the year. Exchange gains or losses arising on 
conversion between currencies are included in net earnings. 


Investments in associated companies 


The company follows the equity method of accounting for its investments in Companies in which 
it owns from 20% to 50% and over which it deems itself to exercise significant influence. Under 
this method the company includes in its earnings its share of the earnings and losses of these 
associated companies. The excess cost of these investments over the related underlying equity in 
the net assets of the investee companies relates to mineral properties and is amortized over the 
estimated life of the orebody from commencement of production. 


Investments in corporate joint ventures 


The company accounts for its proportionate share of the assets, liabilities and operations of its 
corporate joint ventures, Newfoundland Zinc Mines Limited and Tecam Limited in which it has 
direct asset ownership, on the line by line consolidation basis. 


The company follows the equity method of accounting for corporate joint ventures where there is 
no direct asset ownership. The excess of the cost of these investments over the related underlying 
equity in the net assets of the joint ventures relates to mineral properties and is being amortized 
over the estimated life of the orebody. 


Concentrates, metal and settlements receivabie 


Concentrates are recorded at estimated net realizable value except where there is no contract for 
sale in which case they are recorded at the lower of cost and net realizable value. Metals and 
settlements receivable are recorded at estimated net realizable value. 

Cost is determined on an average cost basis. Net realizable value is based upon the latest available 
metal prices, weights and assays. 


Property, plant and equipment 
(a) Petroleum properties and well development expenditures 


Lease acquisition costs and development expenditures of producing wells are capitalized. 
Depletion of such costs and depreciation of related production equipment are provided on a 
unit of production method based on estimated recoverable reserves. 


The cost of non-producing properties is amortized at an annual rate of 8% until abandoned or 
placed into production. Abandoned properties and petroleum exploration costs are charged 
to earnings. 
(b) Mineral properties, rights, and deferred costs 

Mineral properties and rights are carried at cost less amortization of certain rights and do not 
necessarily reflect present or future values. Mineral exploration costs are charged to earnings 
in the year in which they are incurred, except where these costs relate to specific areas having 
indicated economically recoverable reserves, in which case they are deferred. 


Mineral properties and deferred exploration costs are amortized over the life of the orebody 
upon commencement of production, or written off if the property is abandoned. 


(c) Plant and equipment 
Plant and equipment is depreciated on a unit of production method based on estimated 
recoverable reserves. 


Income and Mining Taxes 


The company records income and mining taxes on the tax allocation basis. Differences between 
the amount of expense reported for tax purposes and accounting purposes result in deferred 
income and mining taxes which are shown separately in the statement of earnings and balance 
sheet. Deferred income taxes relate primarily to the note receivable and depreciation and 
depletion of property, plant and equipment. Investment tax credits reduce the current year’s 
charge for income taxes. 


. ACQUISITION OF SUBSIDIARIES 


Effective September 30, 1978 the company acquired 54% of the outstanding shares of The Yukon 
Consolidated Gold Corporation Limited through the acquisition of 22% directly and through the 
purchase of a 97% interest in Woodford Investments Ltd. whose only material asset is a 32% 
interest in Yukon. The major asset of Yukon is an investment in Lornex Mining Corporation Ltd. a 
copper producing mine in British Columbia. 


These acquisitions have been accounted for by the purchase method and the financial statements 
of Yukon and Woodford have been consolidated with those of the company from September 30, 
1978. Details of the net assets acquired are: 


$ 
in thousands 
CUITENt aSSetS wears herp hee Mie cinic t aains tema he 23,977 
Current liabilities:"csc ame taser ecco cet ee 3,847 
Working capital ic) ot ene ere Ss ee 20,130 
INVESEMENT IN LOL GXa peer e eset ee nee 2205y. 
Other investments*ie- = se cent: uments Cee ee eee 1,291 
43,478 
Less: Minority interest in net assets...................... 19, 99O 
Company’s interest in net assets acquired ................ 23,488 
Cost of investment: 
Gash slants sexerte eae ea oN ee ae 23,448 
Issueof shares (mote 6)ran.. tunis ee cee eee are 2,778 
26,226 
Excess of cost over net assets acquired 
attributed to investment in Lornex ............0.0.000 


2,738 
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3. INVESTMENTS AND MARKETABLE SECURITIES 


(a) Investments 
Carrying value 


1978 Wr 
% $ $ 
Ownership in thousands 
Investments carried on an equity basis 
Casino Silver Mines Ltd. (N.P.L.) ............ 38 676 676 
Highland-Crow Resources Ltd. ............. 45 603 498 Petroleum properties: 
Lornex Mining Corporation Ltd.............. 21 24,795 Stee well ee 
Silver Standard Mines Limited (N.P.L.) ....... 28 2,800 Plant ce ae ree Bnet. 
28,874 aA! Undeveloped i poms cae 
Corporate joint venture carried on an equity basis 
BCE sar IP he a acs as 50 1,850 eal Minineorers ee 
Investments and advances carried at cost Mineral properties, rights 
Other investments — quoted ............... 1,542 D755 and deferred costs ........... 
Other investments — not quoted ............ 120 440 Plant and equipment........... 
Advances, notes and debentures ............ Sal 12,656 
16,837 5; Gol 
47,561 18,236 


The unamortized excess of the carrying value of investments and corporate joint venture over the 
underlying equity in net assets is $7,433,000 (1977 $1,236,000). 

Investments carried on an equity basis had a quoted market value of $26,498,000 at September 
30, 1978. Other investments had a quoted market value of $3,087,000 at September 30, 1978. 
The company considers that these are not temporary investments and that the quoted values, 
calculated for both free and escrow shares, do not necessarily reflect their present or future value. 


The company’s share of the assets and liabilities of the corporate joint ventures, Niobec Inc. and 
the Newfoundland Zinc Project are shown below on a combined basis: 


1978 1977 
$ $ 
in thousands 
DRO MCD AMEE ae ic ied. O25 inane ¥ dee ie, 6,614 DHS 
Praperty pant and equipment: .. i... 608s cea oe. 22,000 24,319 
Die enh CCU fon opt cine aera sa Fa 2a ER een (16,885) (19,928) 
DAO BRRSS.  y cdle odes oe one Go naee (2,370) (1,015) 
97359 6,089 


(b) Marketable Securities 
Marketable securities amounting to $7,214,000 had a quoted market value of $9,810,000 at 
September 30, 1978. 


4. PROPERTY, PLANT AND EQUIPMENT 


1978 1977 
Accumulated 
depletion, 
depreciation and 
Cost amortization Net Net 
$ $ $ $ 
in thousands in thousands 
13,199 6,882 (ey, Sul) 5,958 
8,622 5,098 3,524 3,186 
8,662 DS Jee 6,290 3,414 
30,483 14,352 16,131 12,558 
51,708 1,561 50,147 44 663 
101,457 13,214 88,243 82,062 
153,165 IAT 138,390 1267725 
183,648 DONT. 154,520 139,283 


5. LONG-TERM DEBT 


(a) Long-term debt is comprised of: 1978 1977 


$ $ 
Term bank loan for the Afton Project (U.S. ees 
$75,000,000) with varying interest rates, 
presently at 130% of New York prime, 
repayable over eight years after commencement of 
production, subject to acceleration in the event 
of excess earnings as defined in the loan agreement 


78,149 73,295 


Term bank loans with interest at %2% and 1% 
above the bank prime rate, repayable in full on 
SES STN a EE (0 agg eee 


Loans from customers for the Afton Project (U.S. 

$15,000,000) with interest based upon borrowing 

rates of lenders, repayable over two years 

commencing when the term bank loan for the 

Pee CmISrOpalCl mer cont ree ater es oe Shae bie dw a Pa 


23,444 


16,607 


Term bank loan for the Newfoundland Zinc Project 

(U.S. $7,021,000) with interest at 1% above the 

L.1.B.O. rate, repayable in quarterly 

MSsAlMentao ls pOACH OO. selmi ay hike wd dink eae 


Term bank loans with interest at 14% above 
the bank prime rate, repayable in full on 
PAULA Vel PMO caeerene te tere nape. a ay.dRo om1e oh aie as Nels Gi 


Term bank loan with interest at 1%4% above 

the bank prime rate, repayable in annual 

instalments of $700,000 on or before December 31, 1978 

and increasing annually by $100,000 to 

'DYGerTN ae Shh. (RSTO S es Gk, Sree cae eto eemeee emi ors reece 
Note payable, 6% unsecured, without fixed 


repayment terms, repayable by a subsidiary out 
Gtits net prontatter taxes 2... cc sea e ene ee eee te ee ee 546 525 


9,344 


3,000 3,600 


NS Gel TUTRe? oo ete Ae the EE One ee 2,269 
359 1 91/033 
Current portion of long-term debt ........------2e+see seers 10,695 9,636 
1237220 81,397 


Aggregate minimum amounts, based on current rates of exchange, estimated to meet 
repayment provisions in each of the next five years: 
1979 $10,695,000 
1980 $42,068,000 
1981 $20,117,000 


1982 $17,680,000 
1983 $10,030,000 


(b) Security for bank loans and long-term debt 
Current bank loans aggregating $19,010,000, and the $3,000,000 term bank loan are secured 
by certain settlements receivable, marketable securities and investments. 
The $7,469,000 term bank loan is secured by a collateral fixed and floating charge debenture 
on the company’s portion of the assets of the Newfoundland Zinc Project of approximately 
$13,000,000 plus specific assignment of concentrate accounts receivable and concentrate 
inventories from the project of approximately $6,000,000. 
The $78,149,000 term bank loan and the $16,607,000 customer loan are secured by first and 
second fixed and floating charges over the assets of Afton Mines Ltd. (N.P.L.). 
The $23,444,000 and $4,700,000 term bank loans are secured by certain of the company’s 
investments and a note receivable. 


a 


Foreign currency loans 


Foreign currency loans aggregating $102,225,000 are translated at historic rates. These loans 
if translated at rates of exchange prevailing at September 30, 1978 would aggregate approxi- 
mately $115,018,000. 


. CAPITAL STOCK 


Authorized — 


7,500,000 Class ‘A’ shares without nominal or par value 
17,500,000 Class ‘’B”’ shares without nominal or par value 


Issued and fully paid 


1978 1977 
$ $ 
in thousands 
4,903,620 Class ‘‘A”’ shares 14,021 14,021 
2,518,483 Class ‘’B”’ shares 14,330 1502 
235351 257525 


7,422,103 


The Class ‘’A”’ shares carry the right to 100 votes per share and the Class “‘B”’ shares carry the right 
to one vote per share; in all other respects the Class ‘’A’’ and ‘’B” shares rank equally. 


Stock Options are outstanding to officers and employees on Class ‘‘B’’ shares exercisable in 
varying annual amounts to October 1, 1979, as follows: 


41,000 shares at $2.60 per share; 
2,000 shares at $4.60 per share. 


The company has reserved an additional 11,600 shares for options yet to be granted. 


During the year 19,400 Class ‘’B’’ shares were issued for cash consideration of $50,440 under the 
terms of the stock option noted above, and 444,444 Class ‘’B’’ shares were issued in part 
consideration for the acquisition of The Yukon Consolidated Gold Corporation Limited for an 
ascribed value of $2,778,000. 


. ADJUSTMENT OF PRIOR YEARS’ EARNINGS AND COMPARATIVE FIGURES 


Retained earnings as at October 1, 1977 have been restated by $492,000 in order to align the 
accounting treatment of mineral property and related exploration costs in certain subsidiaries 
with that of the parent company. Of this amount, $84,000 is applicable to the year ended 
September 30, 1977 and the remainder to years ending on or before September 30, 1976. This has 
had no effect on net earnings for the year ended September 30, 1978. 


Certain other comparative figures have been reclassified to conform with the presentation on the 
1978 financial statements which has had no effect on earnings or working capital. 
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8. CONTINGENT LIABILITIES 


a) An action has been commenced against the company claiming participation in the syndicate 


which is developing the Montcalm Project; in the opinion of counsel for the company this 
action will be unsuccessful. 


b) An action has been commenced against the Company in a United States court claiming that 
gains made by the company on the sale of an investment in the shares of North Canadian Oils 
Limited be returned to North Canadian Oils Limited. The amount claimed is $2.6 million. It is 
the opinion of United States counsel for the company that the suit attempts to extend United 
States law extraterritorially into Canada and that the company should defend the action 
vigorously. 


- OTHER INFORMATION 


a) Directors’ and Senior Officers’ Remuneration 
Remuneration to the directors and senior officers (as defined by the Ontario and British 
Columbia Securities Acts) amounted to $386,000 (1977 $405,000). 


b) Approval of Financial Statements 
These financial statements have been approved by the president and chief financial officer of 
the company on November 10, 1978. 


c) Classes of Business 
The directors have determined the company’s principal classes of business, as defined by the 
Canada Business Corporations Act, to be mining and petroleum; financial information relating 
thereto is disclosed in the consolidated statement of earnings. 


d) Articles of Continuance 
Effective August 7, 1978 the company has been continued under the Canada Business 
Corporations Act and the name of the company, previously known as Teck Corporation 
Limited, has been changed to Teck Corporation. 


COMPARATIVE FIGURES 
Year Ended September 30, 


1976 
$ 


Balance Sheet (000): 
Total assets 282,468 197,526 108,929 
123,220 81,397 34,349 
60,160 54,155 38,732 
30,196 3,497 3,429 


Earnings and cash flow (000): 
Petroleum revenue 6,971 
Mining revenue 29,643 
Petroleum operating profit 5 ae 
Mining operating profit 4,298 
Exploration expense charged to earnings 1,246 
Exploration expenditures capitalized 2,824 
Funds provided from operations 6,069 
Capital expenditures excluding investments 17,049 
Investments 892 
Net earnings before extraordinary items 1,786 


Extraordinary items 216 


Net earnings 2,002 


Per Share: 
Cash flow 
Earnings before extraordinary items 
Net earnings 
Dividends 
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EXPLORATION Following airborne geophysical surveys, ENGINEERING Mine development begins with detailed LORNEX Teck’s new affiliate, Yukon Consolidated, has a 
ground exploration starts with claim staking of important engineering and feasibility studies by people like these members substantial interest in the Lornex copper-molybdenum mine, the 
anomalies by teams like this one near Timmins, Ontario. of Teck’s Vancouver engineering team. largest metal mine in Canada. 
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A.W. Foley, Lamaque Mining Company Limited, Val d’Or, Quebec 
B.R. Williams, Silverfields Mining Division, Cobalt, Ontario 

B.E. Goetting, Beaverdell Mining Division, Kelowna, British Columbia 


R. Raby, Niobec Mine, St. Honore, Quebec 
W.J. Hogan, Newfoundland Zinc Mine, Daniel’s Harbour, Newfoundland 


J.M. Anderson, Afton Mine, Kamloops, British Columbia 


EXECUTIVE OFFICE 
1199 West Hastings Street, Vancouver, British Columbia V6E 2K5 


EASTERN DIVISION 
Suite 4900, Box 49, Toronto-Dominion Centre, Toronto, Ontario M5K 1£8 


PETROLEUM DIVISION 
1530 Aquitaine Tower, 450 - 5th Avenue S.W., Calgary, Alberta T2P OM2 


TRANSFER AGENTS 
Guaranty Trust Company of Canada, Toronto, Montreal, Winnipeg and Vancouver 
National State Bank of Newark, Newark, New Jersey, U.S.A. 


AUDITORS 
Coopers & Lybrand, Vancouver, British Columbia 


Teck Corporation Limited 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Unaudited and Subject to Year-End Adjustment 
For the Six Months Ended March 31 


1978 WIZE 
$ $ 
SOURCE OF FUNDS 
Earnings before extraordinary item .................. 723,000 1,836,000 
Add (deduct) items not affecting working capital 
Depreciation, depletion and amortization .......... 1,799,000 1,679,000 
MATIMOGIEVAEITECHES ty apeepeey secre senate ore tes 8 isis lac slg ece sense 58,000 (12,000) 
Equity in (profits) of effectively 
contiolledicompaniesmysmetericicces sactcc. cos (495,000) (268,000) 
Deferred income and mining taxes ................ 228,000 1,070,000 
Total from operations before extraordinary item ....... 2,313,000 4,305,000 
Extraordinary item affecting working capital 
Proceeds on sale of investments .................- 639,000 16,432,000 
2,952,000 20,737,000 
Issttegotgstafesmrrer cassettes across es oases ojos bak < 39,000 352,000 
HoOmpitennn cep trwrtac easter tetera oso are cscusiets be le Sieies 31,427,000 32,892,000 
Issue of preferred shares of subsidiary ............... 1,056,000 
34,418,000 55,037,000 
USE OF FUNDS 
Additional investment in subsidiary ................. 477,000 775,000 
Producing petroleum properties .............---.++.- 223,000 1,301,000 
Non-producing petroleum properties ................ 2,368,000 274,000 
Planteanaequipmentsce cients ore iieisisrertsloaeiec.s cree. 11,060,000 28,937,000 
Mineral properties, rights, deferred costs ............. 11,151,000 1,445,000 
Investments in and advances to effectively 
Controledycompaniesmermmiaet. seein ce-erows ee ws 103,000 17,469,000 
Investments in and advances to related and 
OLN GTs CONAN CS eee tee toee ieee ors aa rayon ahs, 0\ 4,717,000 497,000 
Term bank loans paid or presently maturing .......... 1,777,000 1,680,000 
Diiatsialyerteh. csvobaiecotce Udl Sone COP Roe 766,000 
32,642,000 52,378,000 
IncreaseanmyVOKKIn pxGa pita lmeeete els cin kets eesssterei ain, lasts 1,776,000 2,659,000 
Working capital—beginning of year ...........-...+--+-- 3,497,000 3,429,000 
Workingscapital—Mareh Siar. to caelete ie yee ee = 5,273,000 6,088,000 


Signed on behalf of the Board 


ee oe ee ee —COS rector 


Director 
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TECK CORPORATION LIMITED 


To the Shareholders: 


AFTON 


The Afton mine and smelter were opened officially on April 27, at a 
well-attended ceremony including mining people from across Canada, 
Europe and the United States. Afton is the largest new Canadian metal mine 
completed since 1972, and operates British Columbia’s first copper smelter 
in modern times. 

Operations in the mine and mill have proceeded well, with costs 
being below budget. The smelter and ancillary facilities are also operating 
well, although these are still in the tune-up phase and ongoing costs on a 
routine basis have not yet been established. It is anticipated that Afton’s 
total operating cost, including transportation and refining, and after gold 
and silver credits, will be about 35¢ Canadian per pound of copper. 

The price of copper has shown signs of improvement recently, but free 
world stockpiles of refined metai continue to be about twice that of normal 
levels. 

In order to reduce Afton’s interest costs, arrangements have been 
made to convert $80,000,000 U.S. of its financing to income debentures. 
This will reduce the interest rate by slightly over 4 percentage points, and 
have the effect of saving the project about $3,900,000 in the next year, or 
about 7.7¢ per pound of copper. 

As part of this transaction, Teck would acquire a 50% interest in the 
Afton project directly, in exchange for its currently-held 50% shareholding 
in Afton Mines Ltd. This is subject to the approval of Afton shareholders ata 
meeting to be held in June, and it is hoped that the income debentures can 
be in place by June 30. 

Teck would still have a strong share interest in the remaining Afton 
Mines Ltd. through our subsidiary, Iso Mines Limited, which would hold 
approximately 46% of the then-outstanding shares of Afton Mines Ltd. 


OIL AND GAS 


Operating profit from oil and natural gas was $7,164,000 before 
royalties for the first six months, compared with $5,567,000 in the com- 
parable period last year. After royalties, but before provision for income 
taxes, operating profits were up from $3,190,000 last year to $4,011,000. 

Teck continued to be active in direct oil and gas exploration in western 
Canada, and augmented its activities through the purchase of $4,700,000 
of convertible notes of Conventures Limited, which is currently active in 
the Elmworth-Grizzly Valley gas play. 


MINING OPERATIONS 


Operating profits from our precious metal mines were up from 
$1,401,000 last year to $1,801,000, as a result of improved prices for gold 
and silver. The Niobec columbium mine, accounted for on an equity basis, 


continued to perform well and contributed $495,000 after taxes, up from 
$24,000 in the first half last year. 

Overall mining profits, excluding Niobec, were down from 
$4,412,000 to $2,445,000 as a result of low zinc prices, which reduced 
Teck’s share of operating profits from Newfoundland Zinc from 
$3,011,000 to $644,000 in the first six months. There has been some 
recent evidence of firming in the European zinc market and it is hoped that 
the price will improve later in the year. 


EARNINGS 


Earnings before extraordinary items amounted to $723,000 or 10.4¢ 
per share in the first six months, compared to $1,836,000 or 26.4¢ for the 
same period last year. Extraordinary items added $542,000 for net earnings 
of $1,265,000 or 18.1¢ per share. 

Although the lower price of zinc had a major impact on earnings in 
relative terms, another important factor continues to be the double taxation 
of petroleum revenue. Provincial royalties are not deductible for Federal 
Income Tax purposes and, although the Federal Resource Allowance is 
designed to accommodate this, excessive royalties charged by Saskatche- 
wan far more than offset the Resource Allowance. As a result, our effective 
tax rate on pre-tax income was 81%. 

If income taxes had been at a more reasonable rate of 45%, then net 
earnings would have been increased from 18.1¢ to 26.2¢ per share. There 
are indications that Ottawa and some of the key mining provinces are in the 
process of developing a more positive tax system, but Saskatchewan 
continues to be a problem in both mining and oil, and a relatively unattrac- 
tive place in which to try to do business. 


OUTLOOK 


Results for the balance of the year will depend heavily on metal prices, 
particularly zinc and copper. There is some cause for optimism in both 
metals, as production cutbacks have brought supply and demand more 
closely into line. Afton, which will enter commercial production on an 
accounting basis in June or July after the smelter has been tuned up to 
capacity, will have a major effect on earnings from that point on. 


DIVIDEND 


A semi-annual dividend of 10¢ per share was declared, payable on 
June 15 to shareholders of record June 1, 1978. This reflects the annual rate 
of 20¢ per share established last year, although because of restrictions 
under wage and price controls, it was necessary to divide last year’s 
payment into two unequal amounts of 9¢ and 11¢ per share. 


On behalf of the Board, 
a ee et 

N.B. Keevil, 

President 


CONSOLIDATED COMPARATIVE EARNINGS 
Unaudited and Subject to Year-End Adjustment 
For the Six Months Ended March 31 


1978 1977 
$ $ 
Operating profits 
Petroleum (sicicicrs aie ee eceieree aie intee ores ieee eerie 7,164,000 5,567,000 
Legs: royalty” ac.candeer nee ese eee 3,153,000 — 2,377,000 
4,011,000 3,190,000 
Ll Semen eN pes ORD OA Onan ooo ctonscuTC 2,445,000 4,412,000 
Investment and other IncOMe@i ase ate ter eee eet 1,087,000 455,000 
Technical.services a nocmaccnnereerareecieicle ene nercere terres __ 58,000 231,000 
7,601,000 8,288,000 
Administration; and generale ceeramcneeatetieeret nt 950,000 750,000 
Interest’ ExPENS Yass cieccniavalcscetesste ne eet beret teeter 1,858,000 1,311,000 
Petroleum and mining exploration .................. 1,457,000 923,000 
4,265,000 2,984,000 
Operating profit before the following .................--- 3,336,000 5,304,000 
Depreciation, depletion and amortization ................ 1,799,000 1,679,000 
Minority; interest Sores dees Ose ieee eee ere eo, 000) (12,000) 
_ 1,857,000 1,667,000 
PROFIT BEFOREINGOME TAXES meee ee eects 1,479,006 3,637,000 
Income and mining taxes—current ............-.022--00- 1,023,000 999,000 
—deferred 22) ase een 228,000 1,070,000 
228,000 1,568,000 
Equity in profits of effectively 
controlled'companiés) s22.c2 sacs ee eee ee 495,000 268,000 
NET EARNINGS BEFORE EXTRAORDINARY ITEM ......-.- 723,000 1,836,000 
Extraordinary item 
Gain’ on salevot investments ase sere ee eee eee 542,000 1,844,000 
NET EARNINGS: ac,. 25. -.c.cct ares testi on eet eee teeta 1,265,000 3,680,000 
EARNINGS PER SHARE 
Before'extraordinaryttemSia merce eee oe enierie erator 10.4¢ 26.4¢ 
Atterextraord inaryaltermsie tte eter neers 18.1¢ 52.9¢ 


